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Abstract 
Corporate reputation is the most important corporate intangible asset. Because it is very sensitive corporate managers are very 
careful at their actions. Automotive industry is in continuous expansion. People buy car according to some technical aspects 
but trust and reputation are also important elements in buying decision. For example, if a company has some problems, people 
are not so willing to buy from it. We will see in this paper if reputation really matter to profit from automotive industry or 
not. For this we will analyze the relation between return on assets and reputation for seven reputable automotive companies. 
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1. Introduction 
Corporate reputation reflects people’s perception about the company. Argenti and Druckenmiller 2004, 
define the corporate reputation as a collective presentation of all participants in the picture, built in time and 
based on the identity of the company, its performance and the perception of its behavior. They say that reputation 
helps company to achieve its objectives and to maintain competitive advantage.  
Corporate reputation is a valuable and highly sensitive intangible asset the result of a competitive process 
that refers to long-term investment value, financial soundness, wise use of corporate assets, management quality, 
products and services quality, innovation, ability to attract, develop and retain capable people to work for the 
company, social and environmental responsibility.(Barnett et all, 2011) 
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A good reputation is linked to a number of measurable and non-measurable elements that support it. 
Reputation is the reason why people and companies choose to do business with you. It is the factor that determines 
the company to choose the best business partners to attract well-trained employees and to attract investors. It may 
affect the relationship with regulatory bodies, pressure groups, media and local community. It is the key to 
success in business. Reputation may be the result of many years of financial investment such as investment in 
advertising, public relations, marketing, as well as intangible assets investment such as quality, innovation, 
customer care, relationships with business partners and company standards (Davies 2015). 
Return on asset is an indicator of how profitable a company is relative to its total assets and gives an idea as to 
how efficient management is at using its assets to generate earnings. In 1986, Muller, 1986 developed an equation 
(1) about return of assets coefficient: 
ݎ݋ܽ௜ = ߙ଴ + ߚ଴ ή ݎ݋ܽ௜ିଵ + ߝ௜ (1) 
,QWKLVHTXDWLRQJUHDWHUYDOXHRIȕ0 LVJUHDWHUWKHSURILWZLOOEH$OVRLIWKHYDOXHRIĮ0 is greater, than we 
can say that we have big profits for a long period. Not only Muller studies this relationship. In time, many 
researcher like McGahan & Porter, 1999, or Robert, 1999 were interested about this study. In 2002, Roberts and 
Dowling developed the following equation (2): 
 ݎ݋ܽ௜ = ߙ଴ + ߙଵ ή ܴ݁݌௜ିଵ + ߙଶ ή ܯܶܤ௜ିଵ + ߙଷ ή ݏ݅ݖ݁௜ିଵ + ߚ଴ ή ݎ݋ܽ௜ିଵ + ߚଵ ή ܴ݁݌௜ିଵ ή ݎ݋ܽ௜ିଵ + ߚଶ ή
ܯܶܤ௜ିଵ ή ݎ݋ܽ௜ିଵ + ߚଷ ή ݏ݅ݖ݁௜ିଵ ή ݎ݋ܽ௜ିଵ + ߝ௜ (2), 
where MTB is the market to book sales (market value divided by total shareholder’s equity) and size is firm 
size (total sales). $SRVLWLYHȕ1 indicates that the abnormal pUR¿WVHDUQHGE\¿UPVZLWKJRRGUHSXWDWLRQVFRQYHUJH
more slowly upon long run levels. A positive Į1 LQGLFDWHVWKDW¿UPVZLWKUHODWLYHO\JRRGUHSXWDWLRQVHDUQKLJKHU
SUR¿WVLQWKHORQJUXQ 
This study will consider data for return on assets and corporate reputation coefficient for seven companies 
from automotive industry and will pursue to determine whether there is a significant influence between them. 
For this we will study the relation between return on assets from current year and previous year and the relation 
between return on assets from current year, return on assets from previous year and reputation from previous 
year. Values of Reputation Coefficient that we take into consideration are determined by specialist from 
Reputational Institute and values of return on assets are determined by specialist from YChart. To develop the 
equations we will use Excel – Data Analysis. 
2. Automotive industry 
According to International Automotive Construction Organization the global vehicles sales increased 
constantly and reached in 2013 to 85.393.803 cars comparing to 2012 when globally were sold 82.166.701cars. 
It is estimated that the sales trend will increase and vehicle sales will exceed 100 million units in 2018. We can 
see in Figure 1 the number of cars sold globally from 2005 to 2013.  
 
Fig. 1: All types of cars sold globally from 2005 to 2013 
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Generally, people buy from company they trust. As we said before, corporate reputation is the perception 
in time about a company. In this case trust is an important element that influences corporate reputation. In our 
study we speak about seven companies from automotive industry that have a good reputation. According to 
Reputation Institute,2 the most reputable companies from automotive industry all over the world in 2014 were 
BMW, Volkswagen, Toyota, Honda, Nissan, Michelin and Suzuki.  
Reputational Institute was founded in 1997 by Charles Fombrun and Cees van Riel. The Institute analyzes 
people’s perception about products and services, innovation, workplace, citizenship, governance, leadership and 
performance of different companies. Based on people response, the Institute determines a model called 
RepTrackPulse to measure the corporate reputation and to develop the ranking of the most reputable companies 
all over the world. YCharts is a financial analyzes company that provides an exhaustive global economic indicator 
database. Table 1 shows the reputation coefficient determined for these seven companies by Reputational 
Institute and value of return on assets from 2011 to 2014.  
 
Table 1: Values of Corporate Reputation for studied companies3 
 Company Rep 2014 Rep 2013 Rep 2012 Rep 2011 ROA 2014 ROA 2013 ROA 2012 ROA 2011 
BMW 77,2 78,39 80,08 79,42 4,22 3,93 3,83 4,71 
VOLKSWAGEN 74,9 74,38 77,04 77,33 3 5,7 7,33 5,71 
TOYOTA 71,6 70,49 72,77 71,26 4,66 3,59 1,95 0,74 
HONDA 70,9 70,93 74,8 73,99 3,97 2,79 2,77 2,56 
NISSAN 66,9 65,82 70,18 71,11 3,18 3,11 3,42 3,17 
MICHELIN 74,2 72,49 75,32 75,75 5,05 5,32 8,02 7,02 
SUZUKI 66,2 65,53 67,34 71,04 4,11 3,93 2,99 2,81 
 
 
Figure 2: The evolution in time for studied companies according to their reputation4 
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Using values of Reputation and return on assets coefficient, the influence of return on assets from last year 
ROAi-1 on return on assets from current year ROAi (3), the influence of return on assets and Reputation from 
previous year on return on assets from current year (4) and the influence of Reputation from last year Repi-1 on 
return on assets from current year ROAi (5) will be studied using regression analysis. We will compute all the 
values using Excel - Data Analysis. 
According to table 2, for the influence of ROAi-1 on ROAi we have the following equation: 
ܴܱܣ௜ = 2.27 + 0.41 ή ܴܱܣ௜ିଵ (3) 
According to the value of determination coefficient from table 2, 80,14% of ROAi-1 explain the value of ROAi. 
Applying F test for the statistical significance testing we can say that for a confidence of 95% the relation between 
those two variables is a significant one.  
Table 2: Calculations made with Excel – Data Analysis for the influence of ROAi-1 year on ROAi 
Regression Statistics      
Multiple R 0,895229202    
R Square 0,801435323    
Adjusted R Square 0,761722388    
Standard Error 0,52901303    
Observations 7    
ANOVA     
  Df SS MS F 
Regression 1 5,647668928 5,647668928 20,18071233 
Residual 5 1,399273929 0,279854786   
Total 6 7,046942857     
     
  Coefficients Standard Error t Stat P-value 
Intercept 2,277311945 0,442939928 5,141356197 0,003641188 
ROAi-1 0,410056628 0,091279991 4,492294773 0,006445147 
From the study of the influence of ROAi-1 and Repi-1 on ROAi using values determined in table 3 we obtain: 
ܴܱܣ௜ = 2.55 + 0.41 ή ܴܱܣ௜ିଵ െ 0.003 ή ܴ݁݌௜ିଵ (4) 
Table 3: Calculations made with Excel – Data Analysis the influence of ROA and Reputation from previous year on ROA from current year 
Regression Statistics      
Multiple R 0,89533793    
R Square 0,801630009    
Adjusted R Square 0,702445013    
Standard Error 0,591164527    
Observations 7    
ANOVA     
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  Df SS MS F 
Regression 2 5,6490409 2,8245204 8,0821701 
Residual 4 1,397902 0,3494755   
Total 6 7,0469429     
     
  Coefficients 
Standard 
Error t Stat P-value 
Intercept 2,552811405 4,4248308 0,5769286 0,5949011 
ROAi-1 0,412960368 0,1120386 3,6858745 0,0210949 
Repi-1 -0,003896409 0,0621879 -0,0626554 0,9530468 
The coefficient of determination shows us that 80.16% of ROAi is determined by ROAi-1 and Repi-1. For a 
confidence of 95% applying F test for statistical significance testing, we can say that there is a significant relation 
between these values. For the same confidence of 95% using t test for statistical significance testing we obtain 
that ROAi-1 has a significant influence on ROAi and Repi-1 doesn’t have a significant influence on ROAi for 
companies that we studied.  
After we determined equation (3) and (4) let us estimate the value of ROA using them. We will compare 
the estimated values to the real one to see if the prediction we made reflect the reality of ROA values for 2014 
(table 4). The distribution of values is represented in Figure 3.  
Table 4: Real value of ROA in 2014 and estimated values using equations (3) and (4) 
 Company Real value of ROA 2014 
Estimated value of ROA in 
2014 using equation 3 
Estimated value of ROA in 
2014 using equation 4 
BMW 4,22 
3,8813 3,92613 
VOLKSWAGEN 3 
4,607 4,66386 
TOYOTA 4,66 
3,7419 3,81043 
HONDA 3,97 
3,4139 3,48111 
NISSAN 3,18 
3,5451 3,62764 
MICHELIN 5,05 
4,4512 4,51373 
SUZUKI 4,11 
3,8813 3,96471 
 
 
Figure 3: Real value of ROA in 2014 and estimated value using equations (3) and (4) 
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In the end we will study the influence of reputation on ROA. According to values from table 5 we obtain 
the following equation: 
ܴܱܣ௜ = 25,17 + 0,39 ή ܴ݁݌௜  
If we look of coefficient of determination 31,78% from return on assets is explained by reputation. Applying 
test F for statistical significance testing, for a confidence of 95% we determine there is a not significant relation 
between those two values.  
Table 5: Calculations made with Excel – Data Analysis the influence of Reputation from previous year on ROA from current year 
Regression Statistics       
Multiple R 0,563774852     
R Square 0,317842083     
Adjusted R Square 0,1814105     
Standard Error 2,140662686     
Observations 7     
ANOVA      
  df SS MS F Significance F 
Regression 1 10,67561633 10,675616 2,3296811 0,187452997 
Residual 5 22,91218367 4,5824367     
Total 6 33,5878       
      
  Coefficients Standard Error t Stat P-value Lower 95% 
Intercept 25,17783665 19,34947297 1,3012156 0,2499156 -74,91724037 
Repi-1 0,397297281 0,260295916 1,5263293 0,187453 -0,271814671 
3. Conclusions   
Corporate reputation is perhaps the most important intangible asset. It is built in time with big and sustained 
effort and represents the impression that other people have about you. Reputation is based on trust. It is important 
for people to deal with company they know. In automotive industry, trust is an important element for the smooth 
running of things. People buy new and modern car in which they trust.  
When a company builds its reputation it will take into account some important elements like: performance, 
citizenship, innovation, workplace, products and services, governance and leadership. Based on these elements 
company determine trust, esteem, admiration and loyalty of customers and business partners.  
Reputation is an important element that determines competitive advantage. We expect that a good reputation 
will increase corporate profit. That is why we made this study. We wanted to verify if reputation is an important 
element in automotive industry profit. We took values about reputation coefficient determined by Reputational 
Institute and values about return on assets from YChart and using regression analyze we determined the influence 
of return on assets and reputation on return on assets variation. 
We saw in our study that 80,14% from ROAi is explained by ROA1-i. When we take into consideration 
reputation from last year, the explained part of ROAi increased only with 0,02%. Also, we saw that reputation 
from second model was not a significant value. When we developed the equation of influence of Repi-1 on ROAi 
we determined a small coefficient of determination and the relation it wasn’t a significant one. In this case, for 
the study we made, reputation is not an important and significant determinant for corporate profit variation. 
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